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Introduction 

Your company just lost $50,000 and you don't even know it yet. 

While you've been focused on operations, sales, and growth, currency fluctuations 

have been silently eroding your profits. Last month's "great" revenue numbers? 

They're actually down 3% when you factor in peso weakness. That new Mexican 

supplier contract you're excited about? It just became 8% more expensive 

overnight. 

Most small and mid-market companies ignore foreign exchange risk until it hits 

them hard. They treat currency movements as "just part of doing business 

internationally" – until those movements start threatening their survival. The 

irony? FX risk is often the most measurable and manageable financial risk a 

company faces. 

This checklist will help you identify whether your company is flying blind into 

currency volatility. If you recognize three or more of these warning signs, it's time 

to take FX risk management seriously. 
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Warning Sign #1: Your Monthly P&L Has Unexplained Variances 

Greater Than 2% 

What it looks like: Your CFO consistently says things like "We had a great month 

operationally, but currency hurt us" or "Revenue was up, but the peso movement 

killed our margins." 

Why it matters: If currency movements routinely create P&L swings larger than 2%, 

your business results are being driven by factors completely outside your control. 

You're essentially gambling with your profit margins every month. 

Real example: A manufacturing company with Mexican operations saw quarterly 

profits swing from $200K to -$50K solely due to peso weakness, despite identical 

operational performance. 

Quick assessment: Review your last six months of financial statements. Are you 

regularly explaining away performance due to "currency headwinds"? 

 

Warning Sign #2: You Struggle to Explain FX Impacts During Month-End 

Close 

What it looks like: Your accounting team spends hours trying to reconcile foreign 

currency transactions. You frequently hear "The numbers don't tie out because of 

FX" or "We need to research these currency differences." 

Why it matters: If you can't quickly explain FX impacts, you can't manage them. 

Poor visibility into currency effects means you're reactive instead of proactive, 

always explaining what happened instead of preventing negative impacts. 
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Real example: A services company with peso-denominated contracts regularly 

missed month-end close deadlines by 2-3 days while accounting sorted through 

currency translation differences and rate change impacts. 

Quick assessment: How long does your team spend on FX-related reconciliation 

each month? If it's more than 2 hours, you need better systems. 

 

Warning Sign #3: Your Cash Flow Forecasts Are Consistently Wrong 

What it looks like: Your 90-day cash flow projections are routinely off by 10% or 

more. You find yourself surprised by working capital needs or unexpected cash 

surpluses. 

Why it matters: Inaccurate cash flow forecasting leads to poor financial decisions 

– missing investment opportunities, paying unnecessary interest, or being caught 

short when you need capital most. 

Real example: A retail company forecasted $500K in cash from Mexican 

receivables but received only $420K due to peso depreciation, forcing them to draw 

on their credit line unexpectedly. 

Quick assessment: Compare your last four quarterly cash flow forecasts to actual 

results. Are currency movements a major cause of variance? 

 

Warning Sign #4: You Have More Than $500K in Foreign Receivables or 

Payables 

What it looks like: Your balance sheet shows significant accounts receivable or 

payable in Mexican pesos, and you've never calculated what a 10% currency move 

would do to your cash position. 
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Why it matters: Large foreign currency positions create material risk. A 10% peso 

weakening on $1M in receivables costs you $100K – that's real money that flows 

straight to your bottom line. 

Real example: A technology company with $2M in peso receivables lost $180K in a 

single quarter when the peso weakened 9% against the dollar. 

Quick assessment: Add up your peso-denominated receivables and payables. 

Calculate 10% of the net amount – could your company easily absorb that loss? 

 

 

Warning Sign #5: Your Profit Margins Fluctuate Wildly Quarter to 

Quarter 

What it looks like: Your gross or operating margins swing up and down by several 

percentage points each quarter, even when operational performance is steady. 

Why it matters: Volatile margins make it impossible to set realistic budgets, price 

products accurately, or provide reliable guidance to stakeholders. You're 

essentially running a different business each quarter. 

Real example: A manufacturing company's margins ranged from 12% to 18% over 

four quarters despite consistent volumes and pricing, purely due to peso volatility 

affecting their cost structure. 

Quick assessment: Calculate your margin variance over the last eight quarters. If 

the range is more than 5 percentage points, currency might be a major factor. 
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Warning Sign #6: You Avoid Pricing Long-Term Contracts in Foreign 

Markets 

What it looks like: You only accept short-term contracts in Mexico, or you build 

large "currency buffers" into your pricing to protect against peso movements. 

Why it matters: Avoiding long-term contracts limits your growth opportunities and 

competitiveness. Building excessive buffers makes you uncompetitive against 

companies that properly hedge their currency risk. 

Real example: A consulting firm lost a $500K annual contract to a competitor who 

could price 20% lower because they hedged their peso exposure while the first 

company built a 25% currency buffer into their bid. 

Quick assessment: Have you turned down profitable long-term opportunities 

because of currency uncertainty? 

 

Warning Sign #7: Your Competitors Hedge But You Don't 

What it looks like: You know (or suspect) that companies in your industry use 

currency hedging, but you've dismissed it as "too complex" or "too expensive" for 

your business. 

Why it matters: If your competitors hedge and you don't, they have a significant 

strategic advantage. They can price more aggressively, plan more confidently, and 

ride out currency volatility that might severely damage your business. 

Real example: Two similar manufacturers competed for the same contracts. The 

company that hedged could maintain consistent pricing and margins, while the 

unhedged competitor either lost deals or suffered margin compression during peso 

weakness. 
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Quick assessment: Do you know if your main competitors use FX hedging? If yes, 

and you don't, you're at a disadvantage. 

 

Warning Sign #8: You've Never Calculated Your Net FX Exposure 

What it looks like: You know you have peso revenues and costs, but you've never 

added them up to see your net currency exposure. You might even think you're 

"naturally hedged" without actually verifying it. 

Why it matters: You can't manage what you don't measure. Many companies 

assume they're naturally hedged (revenues offset expenses) but discover they have 

significant net exposure when they actually calculate it. 

Real example: A distribution company assumed they were naturally hedged with 

$2M peso revenues and $1.8M peso costs. When they calculated forward-looking 

exposure including growth plans, they discovered $1.2M in unhedged peso 

exposure. 

Quick assessment: Can you state your net peso exposure in USD within 5 minutes? 

If not, you don't know your risk. 

 

Warning Sign #9: Currency Movements Make You Nervous During 

Board Meetings 

What it looks like: You dread quarterly board meetings when the peso has moved 

significantly. You spend time explaining currency impacts instead of discussing 

business strategy and growth. 

Why it matters: If currency movements dominate your financial discussions, 

they're distracting from core business decisions. Board members should focus on 
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strategy, not wonder whether results reflect business performance or currency 

luck. 

Real example: A CEO spent 30 minutes of a 90-minute board meeting explaining 

how peso strength boosted margins by $150K, leaving little time to discuss the new 

product launch that was the meeting's intended focus. 

Quick assessment: Do currency movements regularly hijack your financial 

conversations with leadership? 

 

Warning Sign #10: You're Spending 10+ Hours Per Month Reconciling 

FX Impacts 

What it looks like: Your finance team regularly works overtime during month-end 

close to sort through currency impacts. You're constantly researching exchange 

rate differences and recalculating foreign currency transactions. 

Why it matters: Time spent reconciling FX impacts is time not spent on value-added 

financial analysis. If currency management is consuming significant resources, 

those resources could be better used elsewhere. 

Real example: A growing company's controller spent 15 hours each month 

reconciling peso transactions and explaining variances, time that could have been 

spent on budgeting, analysis, or strategic projects. 

Quick assessment: Track the time your team spends on FX-related tasks next 

month. If it's over 10 hours, you need better processes. 

What to Do If You Identified 3+ Warning Signs 
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If you recognized three or more of these warning signs, your company has material 

FX risk that demands attention. The good news? FX risk is highly manageable with 

the right approach. 

 

Immediate next steps: 

1. Calculate your actual exposure - Use our FX Risk Calculator to quantify your 

peso exposure and understand your risk level. 

2. Assess the financial impact - Determine what a 10% or 20% peso movement 

would cost your company. This helps prioritize how aggressively you need to 

address the risk. 

3. Explore hedging options - Simple hedging strategies can eliminate 60-80% of 

your FX risk for a fraction of the cost of the potential losses. 

4. Implement better tracking - Start measuring and reporting FX impacts 

consistently so you can make informed decisions. 

 

Professional guidance makes the difference 

FX risk management doesn't have to be complex or expensive. Many companies 

successfully manage significant currency exposure with straightforward 

approaches that cost less than 1% of the risk they're protecting against. 

At Denar Financial, we help companies identify, measure, and manage FX risk using 

AI-powered analytics and proven treasury methodologies. Our clients typically 

reduce their currency risk by 70% or more while gaining the confidence to pursue 

international growth opportunities they previously avoided. 

 

 

https://fxdemo.denarfinancial.com/calculator.html
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Ready to take control of your FX risk? 

• Calculate your FX exposure - Free, takes 5 minutes 

• Schedule a consultation - Email consulting@denarfinancial.com 

Don't let currency volatility determine your company's success. Take control of 

your FX risk today. 

 

Denar Financial provides AI-powered treasury and financial planning services to 

companies with international operations. Our FX risk management solutions help 

businesses protect profits and plan confidently in volatile currency markets. 

https://fxdemo.denarfinancial.com/calculator.html
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